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TAGS: EFIN.YO 

SUBJECT: EXIMBANK OPERATING PROCEDURES 

REF: BELGRADE 1520 

1 . FOLLOWING INFORMATION ON EXIM GUARANTEES ISSUE MAY 
BE OF INTEREST TO AMBASSADOR ON EVE HIS DEPARTURE 

FOR WASHINGTON. 

2. DEPARTMENT AND EXIM WELCOME INDICATION BY UNDER 
SECRETARY LONCAR THAT INTRANSIGENT "PRELIMINARY" 

RESPONSE FROM FINANCE MINISTRY MAY BE MODIFIED. 

FINANCE MINISTRY REACTION TO MEMORANDUM SEEMED 
TO BE BASED, EITHER FOR TACTICAL REASONS OR DUE 

TO REAL MISUNDERSTANDINGS, ON THE MOST NEGATIVE 
POSSIBLE INTERPRETATION OF MEMORANDUM S WORDING. 

THERE WAS NO ATTEMPT TO FIND AREAS FOR FURTHER 
CLARIFICATION OR DISCUSSION. 
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3. DEPARTMENT AND EXIM BELIEVE THAT BALL SHOULD 
BE LEFT IN YUGOSLAV COURT-WHERE AMBASSADOR HAS 
FIRMLY PLACED IT-BUT THAT WE SHOULD BE PREPARED, 

BOTH HERE AND IN BELGRADE, TO RESPOND TO YUGOSLAV 

INITIATIVES OR QUERIES WHICH SUGGEST THAT THEY ARE 
WILLING TO TAKE A SECOND LOOK AT THE MEMORANDUM AND 
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THE PRINCIPLES ON WHICH IT IS BASED. WHILE WE DO 
NOT WISH TO GIVE GOY ANY INDICATION THAT WE CAN 
COMPROMISE ON THOSE BASIC PRINCIPLES -THE NEED 
FOR JOINT BANK GUARANTEES. A GOVERNMENTAL FOREIGN 
EXCHANGE ASSURANCE, AND A GOVERNMENTAL GUARANTEE 
FOR CERTAIN MAJOR PROJECTS -THERE IS FURTHER 
FLEXIBILITY IN WORDING AND FORMAT WHICH EXIM IS 
PREPARED TO DISCUSS. SHOULD EMBASSY BE APPROACHED 
FOR CLARIFICATION ON ANY POINTS IN MEMORANDUM, YOU 
SHOULD STRESS, AS AMBASSADOR DID WITH LONCAR, THAT 
EXIM HAS ALREADY GONE TO GREAT LENGTHS TO ACCOMMODATE 
YUGOSLAV POLITICAL AND CONSTITUTIONAL REQUIREMENTS 
AND THAT GOY WILL HAVE TO TAKE INTO ACCOUNT EXIM'S 
STATUTORY REQUIREMENTS REFLECTED IN THE MEMORANDUM. 

4. YUGOSLAV EMBASSY HAS ALSO GIVEN SIGNALS THAT 
GOY DOES NOT WISH TO CLOSE DOOR TO NEGOTIATIONS 
ON BASIS OF MEMORANDUM, BUT IT IS DIFFICULT TO 
JUDGE WHETHER THIS TRULY REPRESENTS OFFICIAL CONCERN 
OR ONLY AMBASSADOR'S PERSONAL INVOLVEMENT IN 
PROPOSING AND SHAPING MEMORANDUM. DURING 
MEETING WITH SECRETARY ON FEBRUARY 23 (REPORTED 
SEPTEL), BELOVSKI REFERRED TO EXIM ISSUE AS ONE 
WHICH TITO MIGHT RAISE WITH PRESIDENT. HOWEVER, HE SAID, 
GIVEN THE NECESSARY WILL AND MORE FLEXIBILITY 
FROM EXIMBANK, DIFFERENCES COULD BE STRAIGHTENED 
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OUT IN "ONE OR TWO DAYS' DISCUSSIONS." ON FEBRUARY 24, 

ACTING YUGOSLAV ECONOMIC COUNSELOR KULISIC CALLED 
EXIM'S ALBRIGHT TO OFFER SEVERAL "PERSONAL” 

SUGGESTIONS FROM BELOVSKI. (SOME OF THESE SUGGESTIONS WERE 
,ASED ON HIS DISCUSSIONS THIS PAST WEEK WITH YUGOSLAV 
BANKING OFFICIALS CURRENTLY IN WASHINGTON.) WITH 
REGARD TO PARAGRAPH THREE, KULISIC NOTED THAT 
REFERENCE TO DOLLARS ONE MILLION CAUSED PROBLEMS 
IN BELGRADE, AND HE WONDERED IF THE SPECIFIC 
DOLLAR LIMIT COULD BE ELIMINATED. ALSO, THE WORDING 
ON THE "JOINT AND SEVERAL GUARANTEE" SHOULD BE 
MODIFIED SO AS TO LEAVE OPEN THE POSSIBILITY OF A 
GUARANTEE BY ONE BANK IN SOME CASES, HE SAID. 

ON PARAGRAPH FOUR, KULISIC SUGGESTED INCLUDING 
A REFERENCE TO THE "INTER-BANK MEETINGS" THROUGH 
WHICH FOREIGN EXCHANGE AVAILABILITY IS ASSURED 
(AS PROVIDED FOR IN LAW ON BANKING SYSTEM) AND 
DROPPING THE LAST SENTANCE (WHICH IS THE SPECIFIC 
NATIONAL BANK ASSURANCE TO EXIM). FINALLY, ON 
PARAGRAPH 5, KULISIC SAID THAT BELOVSKI BELIEVED 

PRESENT WORDING SHOULD BE ACCEPTABLE TO BELGRADE AND 
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THAT THERE MUST BE MISUNDERSTANDING ON FINANCE 
MINISTRY'S PART AS TO WHAT EXIM INTENDED. 

5. ABOVE COMMENTS BY YUGOSLAV EMBASSY MAY HAVE 
LITTLE BEARING ON ACTUAL GOY POSITION. BUT WE 
ARE PROVIDING THEM FOR EMBASSY'S INFORMATION 

IN THE EVENT THAT BELOVSKI'S VIEWS ON THIS ISSUE 
HAVE WEIGHT WITH FOREIGN MINISTRY OFFICIALS 
SEEKING TO BREAK THE DEADLOCK. EXIM CONTINUING 
TO STUDY WORDING OF MEMORANDUM TO SEE WHERE CHANGES 
CAN BE MADE WHICH WOULD MAKE IT MORE PALATABLE 
BUT RETAIN SUBSTANCE. ON PARAGRAPH 4, FOR INSTANCE, 
INCLUSION OF MORE LANGUAGE FROM THE LAW ON BANKS 
WOULD BE NO PROBLEM. THE SPECIFIC NATIONAL BANK 
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ASSURANCE, HOWEVER, COULD NOT BE DROPPED. 

6. IF YUGOSLAVS EXPRESS INTEREST IN SENDING 
TEAM TO WAHSINGTON FOR DIRECT DISCUSSIONS WITH 
EXIM ON MEMORANDUM, EMBASSY SHOULD ENCOURAGE. 

(WE ALSO BELIEVE THAT INCLUSION OF BANKERS IN 
TEAM WOULD BE USEFUL.) 

7. EXIM LOOKS FORWARD TO DISCUSSING GUARANTEE ISSUE 
UITH AMBASSADOR ON TUESDAY. 

VANCE 
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